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HOUSE BI LL 2381

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session
By Representatives Hunter, Ericks and Linville

Read first tine 03/12/2007. Referred to Comm ttee on Fi nance.

AN ACT Relating to using the voluntary conpliance revenue gener ated
under the stream ined sales and use tax agreenent for funding the | aw
enforcement officers' and firefighters' retirenent system plan 2 and
| ocal governnment public safety; amending RCW82.14.... and 82.14..... ;
anmending 2007 ¢ ... (Substitute Senate Bill No. 5089) s 901
(uncodified); and adding a new section to chapter 82.32 RCW

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. 2007 c¢ ... (Substitute Senate Bill No. 5089) s 901
(uncodified) is anmended to read as fol |l ows:

(1) The legislature finds and declares that:

(a) Washington state's participation as a nenber state in the
stream ined sales and use tax agreenent benefits the state, all its
| ocal taxing jurisdictions, and its retailing industry, by increasing
state and | ocal revenues, inproving the state's business climte, and
standardi zing and sinplifying the state's tax structure;

(b) Participation in the streamined sales and use tax agreenent is
a matter of statewide concern and is in the best interests of the
state, the general public, and all local jurisdictions that inpose a
sal es and use tax under applicable |aw,
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(c) Participation in the streanmlined sales and use tax agreenent
requires the adoption of the agreenment's sourcing provisions, which
change the location in which a retail sale of delivered tangible
personal property occurs for |ocal sales tax purposes fromthe point of
origin to the point of destination;

(d) Changes in the local sales tax sourcing law provisions to
conform with the streanmlined sales and use tax agreenent w |l cause
sales tax revenues to shift among local taxing jurisdictions. The
| egislature finds that there will be an unintended adverse inpact on
| ocal taxing jurisdictions that receive | ess revenues because |ocal tax
revenues wll be redistributed, wth revenue increases for sone
jurisdictions and reductions for others, due solely to changes in |ocal
sales tax sourcing rules to be inplenmented under section 503 of this
act and the chapter ... (Substitute Senate Bill No. 5089), Laws of 2007
(this act) anmendnents to RCW 82.14.020, even though no |ocal taxing
jurisdiction has changed its tax rate or tax base;

(e) The purpose of providing mtigation to such jurisdictions is to
mtigate the unintended revenue redistribution effect of the sourcing
| aw changes anong | ocal governnents;

(f) It is in the best interest of the state and all its
subdivisions to mtigate the adverse effects of anmending the | ocal
sal es tax sourcing provisions to be in conformance with the streanm i ned
sal es and use tax agreenent;

(g) Additionally, changes in sourcing laws nay have negative

i nplications for I ndustry sectors such as warehousi ng and
manuf acturing, as well as jurisdictions that house a concentration of
these industries and have made zoning decisions, infrastructure

i nvestments, bondi ng decisions, and | and use policy decisions based on
point of origin sales tax rules in place before the effective date of
this section, and the mtigation provided by sections 901 through 905
of this act is intended to help offset those negative inplications; and

(h) It is inportant that the state of Washington maintain its
supply of industrial land for present and future econom c devel opnent
activities, and local governnents taking advantage of the mtigation
provided by sections 901 through 905 of this act should strive to
maintain the supply of industrial Iland available for economc
devel opnent efforts.
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(2) The legislature intends that the streanlined sal es and use tax
mtigation and public safety account established in section 902 of this
act ((havethesoleobjeetive—of)) has three objectives (a) mtigating,
for negatively affected |local taxing jurisdictions, the net |ocal sales
tax revenue reductions incurred as a result of section 503 of this act
and the chapter ... (Substitute Senate Bill No. 5089), Laws of 2007
(this act) anmendnents to RCW 82.14.020; (b) providing additional funds
for the law enforcenent officers' and firefighters' retirenent system
plan 2 fund; and (c) funding |ocal governnent public safety uses.

Sec. 2. RCW82.14.... and 2007 c ... (Substitute Senate Bill No.
5089) s 902 are each anended to read as foll ows:

(1) The stream ined sales and use tax mtigation and public safety
account is created in the state treasury. The state treasurer shal
transfer into the account fromthe general fund amounts as directed in
section 903 of this act. Expendi tures from the account may be used
only for the ((purpese—of)) purposes of (a) mtigating the negative
fiscal inmpacts to local taxing jurisdictions as a result of section 503
of this act and the chapter ... (Substitute Senate Bill No. 5089), Laws
of 2007 (this act) anmendnents to RCW 82.14.020; (b) providing
additional funds for the law enforcenent officers' and firefighters'
retirenent systemplan 2 fund; and (c) funding local governnent public
safety uses.

(2) Beginning July 1, 2008, the state treasurer, as directed by the
departnent, shall distribute the funds in the streamined sal es and use
tax mtigation and public safety account to |ocal taxing jurisdictions
in accordance with section 903 of this act.

(3) The definitions in this subsection apply throughout this
section and RCW 82.14. 390 and section 903 of this act.

(a) "Agreenent"” neans the sane as in RCW82.32.020.

(b) "Local taxing jurisdiction” means counti es, cities,
transportation authorities wunder RCW 82.14.045, public facilities
districts under chapters 36.100 and 35.57 RCW public transportation
benefit areas under RCW 82.14.440, and regional transit authorities
under chapter 81.112 RCW that inpose a sales and use tax.

(c) "Loss" or "losses" neans the local sales and use tax revenue
reduction to a local taxing jurisdiction resulting from the sourcing
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provisions in section 502 of this act and the chapter ... (Substitute
Senate Bill No. 5089), Laws of 2007 (this act) anendnents to RCW
82.14. 020.

(d) "Net loss" or "net |osses" nmeans a | oss offset by any voluntary
conpl i ance revenue.

(e) "Voluntary conpliance revenue" neans the l|ocal sales tax
revenue gain to each local taxing jurisdiction reported to the
departnment from persons registering through the central registration
system aut hori zed under the agreenent.

(f) "working day" has the sane neaning as in RCW 82.45. 180.

Sec. 3. RCW82.14.... and 2007 ¢ ... (Substitute Senate Bill No.
5089) s 903 are each anended to read as foll ows:

(1) I'n order to mtigate | ocal sales tax revenue net |osses as a
result of the sourcing provisions of the stream ined sales and use tax
agreenent under this title, the state treasurer shall transfer into the
stream ined sales and use tax mtigation and public safety account from
the general fund the sum of thirty-one mllion six hundred thousand
dollars on July 1, 2008. On July 1, 2009, and each July 1st
thereafter, the state treasurer shall transfer into the streanlined
sal es and use tax mtigation and public safety account fromthe genera
fund the sumrequired to mtigate actual net |osses as determ ned under
this section.

(2) Beginning July 1, 2008, and continuing until the departnent
determ nes annual |osses under subsection (3) of this section, the
departnent shall determ ne the anount of |ocal sales tax net | oss each
|l ocal taxing jurisdiction experiences as a result of the sourcing
provisions of the streamined sales and use tax agreenent under this
title each calendar quarter. The departnent shall determ ne | osses by
analyzing and conparing data from tax return information and tax
collections for each local taxing jurisdiction before and after the
effective date of this section on a calendar quarter basis. The
departnent's analysis may be revised and suppl enented in consultation
with the oversight conmttee as provided in subsection (4) of this
section. To determ ne net |osses, the departnent shall reduce |osses
by the anmount of voluntary conpliance revenue for the cal endar quarter
anal yzed. Begi nni ng Decenber 31, 2008, distributions shall be nade
quarterly fromthe streanlined sales and use tax mtigation and public
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safety account by the state treasurer, as directed by the departnent,
to each local taxing jurisdiction, other than public facilities
districts for losses in respect to taxes inposed under the authority of
RCW 82.14.390, in an anmount representing its net losses for the
previ ous cal endar quarter. Distributions shall be nmade on the | ast
wor ki ng day of each cal endar quarter and shall cease when distributions
under subsection (3) of this section begin.

(3)(a) By Decenber 31, 2009, or such later date the departnent in
consultation with the oversight commttee determnes that sufficient
data is available, the departnent shall determ ne each |ocal taxing
jurisdiction's annual |o0ss. The departnment shall determ ne annual
| osses by conparing at least twelve nonths of data from tax return
information and tax collections for each local taxing jurisdiction
before and after the effective date of this section. The departnent
shall not be required to determ ne annual | osses on a recurring basis,
but may make any adjustnents to annual |osses as it deens proper as a
result of the annual reviews provided in (b) of this subsection.
Beginning the calendar quarter in which the departnent determ nes
annual | osses, and each calendar quarter thereafter, distributions
shall be nmade from the streamined sales and use tax mtigation and
public safety account by the state treasurer on the | ast working day of
the calendar quarter, as directed by the departnment, to each |oca
taxing jurisdiction, other than public facilities districts for |osses
in respect to taxes inposed under the authority of RCW82.14.390, in an
anount representing one-fourth of the jurisdiction's annual |o0ss
reduced by voluntary conpliance revenue reported during the previous
cal endar quarter.

(b) The departnent's analysis of annual |osses shall be reviewed by
Decenber 1st of each year and may be revised and supplenented in
consultation with the oversight conmttee as provided in subsection (4)
of this section.

(4) The departnment shall convene an oversight conmttee to assi st
in the determnation of |osses. The commttee shall include one
representative of one city whose revenues are increased, one
representative of one city whose revenues are reduced, one
representative of one county whose revenues are increased, one
representative of one county whose revenues are decreased, one
representative of one transportation authority under RCW 82.14.045
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whose revenues are increased, and one representative of one
transportation authority wunder RCW 82.14.045 whose revenues are
reduced, as a result of section 503 of this act and the chapter
(Substitute Senate Bill No. 5089), Laws of 2007 (this act) anmendnents
to RCW 82.14.020. Beginning July 1, 2008, the oversight committee
shall neet quarterly wth the departnent to review and provide
addi tional input and direction on the departnent's anal yses of | osses.
Local taxing jurisdictions may also present to the oversight committee
additional information to inprove the departnent's analyses of the
jurisdiction's |oss. Begi nning January 1, 2010, the oversight
commttee shall neet at |least annually with the departnment by Decenber
1st.

(5) The rul e-maki ng provisions of chapter 34.05 RCWdo not apply to
this section.

NEW SECTION. Sec. 4. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) Beginning January 1, 2009, and on the first business day of
every cal endar quarter thereafter, the state treasurer shall transfer
the I esser of voluntary conpliance revenue for the previous cal endar
quarter or six mllion two hundred fifty thousand dollars into the | aw
enforcement officers' and firefighters' retirenment systemplan 2 fund.

(2)(a) Beginning January 1, 2009, and on the first business day of
every cal endar quarter thereafter, the state treasurer shall transfer
the I esser of voluntary conpliance revenue for the previous cal endar
quarter or six mllion tw hundred fifty thousand dollars to |ocal
governnents for public safety purposes as set forth under (b) of this
subsecti on.

(b) The transfer under (a) of this subsection nust be apportioned
to result in an equal anpbunt being provided for each |aw enforcenment
officer and firefighter enployed by a |ocal governnent, based on the
total nunber of |aw enforcenent officers and firefighters enpl oyed by
all local governnents. For the purpose of this subsection, "loca
governnment" neans any city, town, county, district, or other nunici pal
corporation that enploys firefighters or |aw enforcenent officers, as
defined in RCW41. 26. 030.

(3) For the purposes of this section, "voluntary conpliance
revenue" neans the state sales tax revenue gain to the state reported
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to the departnent from persons registering through the central
regi stration system authorized under the stream ined sal es and use tax
agreenent in excess of the mtigation anounts provided to |ocal
governnments under section 903, chapter . . . (Substitute Senate Bil
No. 5089), Laws of 2007.

(4) In the event voluntary conpliance revenue is |ess than twelve
mllion five hundred thousand dollars, the treasurer shall divide that
anount between the transfers under subsections (1) and (2) of this
section.

~-- END ---
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